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The  Legislative  Audit  Coiranittee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Secretary  of 
State  for  the  year  ended  June  30,  1976. 

The  audit  was  conducted  by  Peterson  and  More,  Certified  Public 
Accountants  of  Great  Falls,  under  a  contract  between  the  firm  and  our 
office.   The  comments  and  recommendations  contained  in  this  report 
represent  the  views  of  the  firm  and  not  necessarily  the  Legislative 
Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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OFFICE  OF  SECRETARY  OF  STATE 
ADMINISTRATION  OFFICIALS 


Frank  Murray 
Gail  DeWalt 
Joanne  Woodgerd 

Leonard  Larson 
Iris  Ri  gl er 
Mari  an  Campbel  1 

Dorr  is  Dietzen 


Secretary  of  State 

Chief  Deputy 

Deputy,  Elections  (Chief 
Deputy  Effective  July,  1976) 

Deputy,  Corporations 

Deputy,  Accounting 

Deputy,  Elections  and 
Legislative  Proceedings 
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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we 
include  a  listing  of  all  reconunendations  together  with  a 
notation  as  to  whether  the  agency  concurs  or  does  not  concur 
with  each  recommendation.   This  listing  serves  as  a  means  of 
summarizing  the  recommendations  contained  in  the  report  and 
the  audited  agency's  reply  thereto  and  also  as  a  ready 
reference  to  the  supporting  comments.   The  full  reply  of  the 
Secretary  of  State  is  included  in  the  back  of  this  report. 

Page 

Deposit  all  cash  daily  as  received.  7 

Agency  Reply:   Do  not  concur.   See  page  18. 

Assign  the  duties  of  cashier  to  a  person  not 
posting  accounting  records  or  initiating 
accounting  entries.   To  separate  cash 
received  from  documents  to  be  processed.   To 
establish  a  remittance  list.   To  prepare 
receipts  upon  initial  receipt  of  cash.  7 

Agency  Reply;   The  office  is  unable  to  use  the 
recommended  system,  but  will  include  a  study 
of  this  area  in  the  complete  study  they  have 
begun  of  all  office  procedures  and  systems. 
See  page  19. 

Advise  claimants  to  request  the  State  Auditor 

to  provide  them  with  necessary  affidavit.  8 

Agency  Reply:   Concur.   See  page  20. 

Improve  upon  present  index  file.   To  compare 

physical  inventory  to  index  file.  9 

Agency  Reply:   Concur.   See  page  20. 

Improve  card  file  index  system  in  use.   To 
replace  stamp  control  sheet  system  with  a 
postage  meter.  10 

Agency  Reply:   Concur.   See  page  20. 

Establish  use  of  time  and  attendance  records. 

To  improve  personnel  records.  10 

Agency  Reply:   Concur.   See  page  21. 

Review  sick  and  annual  leave  policies  in  effect.        11 

Agency  Reply;   Concur.   See  page  21. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

Accomplish  billing  of  receivables  on  Statewide 
Budgeting  and  Accounting  System  or  to  set  up 
a  control  on  receivables.  11 

Agency  Reply:   Partially  concur.   See  page  21. 

Separate  duties  involved  in  ordering  supplies, 
approving  invoices  for  payment  from  preparation 
of  transfer  warrant  claims.   To  cancel  invoices 
upon  payment.   To  secure  a  copy  of  equipment 
lease  agreement.  11 

Agency  Reply:   Partially  concur.   See  page  21. 

Cease  maintaining  manual  accounting  records  where 
such  records  are  already  being  provided  by  the 
Statewide  Budgeting  and  Accounting  System.  12 

Agency  Reply:   Do  not  concur;  the  office  will 
include  the  necessity  of  keeping  a  general 
ledger,  cash  disbursement  journal  and  payroll 
journal  in  its  study  of  office  procedures.   See 
page  22. 
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Richard  E    Pctcbson    C  P  A  rnoNt  Tj7  i6f,i 

Robert  R    Mohc    C  PA  tan  tenth  avenue  soutm 

Robert  L.  Zins    C  P  A  "^"eat  falls.  Montana  a»405 

CERTIFIED  PUBLIC  ACCOUNTANTS 

The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature 

We  have  examined  the  balance  sheet  of  the  Office  of  Secretary  of  State  as 
of  June  30,  1976,  and  the  related  statements  of  operations  and  of  changes  in 
fund  balances  as  set  forth  in  the  table  of  contents  in  this  report,  for  the  year 
then  ended.  Our  examination  was  made  in  accordance  with  generally  accepted 
governmental  auditing  standards  and  accordingly  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  considered  necessary 
in  the  circumstances. 

The  office  has  not  maintained  formal  accounting  records  for  fixed  assets  which 
consist  of  office  furniture  and  office  equipment.  For  that  reason,  equipment 
and  furniture  are  not  included  in  the  accompanying  balance  sheet.  The  office  does 
not  own  land  or  buildings. 

The  office  orders  forms  and  supplies  in  large  quantities  and  reflects  the 
cost  of  these  items  as  an  expense.  Formal  inventory  accounting  records  are 
not  maintained  on  these  forms  and  supplies  and  therefore  the  inventory  of  these 
items  on  hand  does  not  appear  in  the  accompanying  balance  sheet. 

Cash  received  is  not  immediately  deposited  by  the  office  but  rather  is 
deposited  as  documents  processing  is  completed.  For  that  reason,  cash  received 
on  all  documents  in  process  at  June  30,  1976,  is  not  included  in  the  accompanying 
balance  sheet. 

Because  of  the  materiality  of  the  above  described  omissions,  in  our  opinion, 
the  accompanying  financial  statements  of  the  Office  of  Secretary  of  State  do  not 
present  fairly  the  financial  position  of  the  office  at  June  30,  1976,  and  the  results 


of  its  operations  and  changes  in  fund  balances  for  the  year  then  ended  in  conformity 
with  generally  accepted  accounting  practices. 

In  our  opinion,  however,  the  statement  of  expenditures  compared  with 
appropriations  and  the  statement  of  expenditures  by  program  for  the  Office  of 
Secretary  of  State  are  presented  fairly  for  the  year  ended  June  30,  1976,  in 
conformity  with  generally  accepted  accounting  principles  applied  on  a  basis 
consistent  with  that  of  the  preceeding  year. 

Respectfully  submitted. 


Peterson  &  More 

Certified  Public  Accountants 


Dated:  August  28,  1976 
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COMMENTS 

GENERAL 

The  Office  of  Secretary  of  State  was  established  in  Article  VI,  Section  I, 
of  the  Montana  Constitution  and  is  provided  for  in  Title  82,  Chapter  22,  R.  C.  M. 
1947.  It  is  primarily  a  record  keeping  office  which  conducts  filing,  maintaining, 
and  preserving  the  permanent  records  of  the  state  and  certain  public  interest 
records  of  private  citizens. 

The  goal  of  the  Office  is  to  carry  out  assigned  duties  in  an  orderly  and 
timely  manner  and  thus  protect  the  rights,  interests,  and  records  of  the  state 
and  its  citizens.  In  support  of  this  goal,  the  Office  has  as  its  objective  the 
filing,  preservation,  maintenance,  and  service  of  all  appropriate  documents  both 
state  and  private,  in  the  manner  and  within  the  time  limits  set  by  law. 

Legislative  appropriations  and  budget  amendments  provided  to  carry  out 
the  statutory  responsibilities  of  the  Office  during  fiscal  year  1975-1976 
were  $375,075.00,  all  from  the  General  Fund.  Exhibits  A  through  D  present 
financial  statements  of  the  Office  of  Secretary  of  State  for  fiscal  year  1975-1976. 
Office  expenditures  are  accounted  for  entirely  under  one  program.  Records 
Management. 

The  following  comments  pertain  to  fiscal  and  compliance  weaknesses 
encountered  during  our  audit: 
CASH 
Deposit  of  Cash  Received 

The  Office  would  appear  to  comply  with  Section  79-306,  R.  C.  M.  1947 
in  that  a  daily  cash  deposit  is  made  with  the  State  Treasurer.  However,  this 
deposit  consists  only  of  cash  received  on  work  that  has  been  processed  completely 
by  the  Office.  Cash  received  on  all  work  pending  processing  by  the  Office  is 
not  deposited  until  such  work  is  completed.  The  time  period  involved  can  vary 


up  to  two  weeks.  Therefore,  the  Office  has  cash  receipts  on  hand  for  up  to 
two  weeks  prior  to  deposit  of  the  cash.  We  believe  this  is  not  in  accordance 
with  Section  79-306,  R.  C.  M.  1947. 
RECOMMENDATIONS 

We  recommend  that  the  Office  deposit  all  cash  daily  as  received. 
Internal  Control  Over  Cash 

Our  review  of  the  internal  control  of  the  Office  revealed  that  there  were 
several  weaknesses  in  good  internal  control  practices.  These  are: 

(1)  The  duties  of  handling  cash  receipts  are  not  segregated  from  those  of 
record  keeping.  Personnel  performing  the  duties  of  processing  the  work 
also  post  the  receipt  of  cash  to  a  daily  detail  of  collections  report 
based  on  completed  work.  These  same  individuals  also  make  out  the 
receipts. 

(2)  Cash  receipts  received  over-the-counter  are  a  small  portion  of  overall 
receipts,  however,  various  office  personnel  handle  cash  receipts  over- 
the-counter. 

(3)  As  cash  is  received  it  is  attached  to  correspondence  or  documents 

to  be  processed.  The  correspondence  or  documents  are  then  distributed 
to  personnel  responsible  for  processing.  Cash  is  not  segregated  and 
deposited  until  work  has  been  completed. 

(4)  No  remittance  list  on  mail  receipts  is  maintained.  At  present  there  is 
no  overall  control  of  cash  receipts  in  the  Office  which  are  attached  to 
work  being  processed. 

RECOMMENDATIONS: 

We  recommend : 

(1)  That  the  Office  assign  the  duties  of  cashier  to  one  person  who  does  not 
post  accounting  records  or  initiate  accounting  entries.  This  person 
would  control  both  mail  and  over-the-counter  receipts. 
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(2)  Cash  received  should  be  separated  immediately  from  documents  to  be 
processed  and  deposited  daily. 

(3)  A  remittance  list  should  be  established  and  it  should  be  maintained 
by  this  cashier. 

(4)  Receipts  should  be  issued  by  the  cashier  upon  receipt  of  cash.  The 
receipt  should  be  in  duplicate  form.  The  original  receipt  would 
accompany  the  work  to  be  processed  and  sent  to  the  customer  when  work 
is  completed.  The  duplicate  receipt  would  be  kept  in  a  pending  file 
and  when  work  has  been  completed,  would  become  part  of  the  basis  for 
the  daily  journal  voucher  entry  transferring  completed  transactions' 
cash  from  a  clearing  account  to  the  General  Fund.  The  clearing 
account  technique  is  presently  in  use  by  the  Office,  but  is  not  being 
used  properly. 

Stale-Dated  Warrants 

The  Office  has  stale-dated  warrants  amounting  to  $31.50  which  date  back  to 
1971.  The  Agency  requested  that  the  State  Auditor  take  action  on  the  warrants 
on  5/15/75  but  no  action  has  been  taken  to  date.  Per  Montana  Administration  Manual 
No.  2-1670.60  --  "Claimants  should  be  advised  to  request  the  initiation  of  a 
stale-dated  warrant  replacement  affidavit  from  the  State  Auditor.  Once  completed, 
a  new  transfer  warrant  claim  will  be  prepared  by  the  State  Auditor  and  a  replacement 
warrant  will  be  issued." 
RECOMMENDATIONS: 

We  recommend  the  Office  advise  the  claimants  involved  to  request  the  State 
Auditor  to  provide  them  with  the  necessary  affidavit  to  eliminate  future  paperwork 
on  such  a  small  number  of  items. 
Fixed  Assets 

Fixed  assets  consist  of  office  furniture  and  equipment  as  well  as  permanent 
law  libraries.  No  land  or  buildings  are  owned  by  the  Office. 
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Accounting  for  fixed  assets  of  the  Agency  is  limited  to  a  card  file  that  is 
in  the  process  of  being  established.  An  attempt  at  making  a  detailed  card  index 
file  of  office  furniture  and  equipment  was  initiated  but  this  was  not  accurate 
according  to  our  testing. 

A  physical  inventory  of  fixed  assets  was  taken  in  July,  1976,  and  a  code 
number  was  assigned  to  each  fixed  asset.  However,  proper  control  was  not 
exercised  and  the  inventory  was  not  entirely  accurate. 
RECOMMENDATIONS: 

We  recommend  that  the  Office: 

(1)  Improve  upon  the  index  file  of  fixed  assets  so  that  all  fixed  assets 
are  identified  with  a  code  number.  The  index  file  should  reflect  the 
assigned  number  as  well  as  the  description,  cost,  and  date  of  purchase 
of  the  asset.  The  index  file  should  be  updated  as  assets  are 
acquired  or  disposed  of. 

(2)  Continue  to  take  an  annual  physical  inventory  of  fixed  assets,  matching 
code  numbers  assigned  to  assets  with  the  card  index  file  records. 

Inventory 

Inventories  at  the  Office  include  forms  and  supplies.   Inventories  are  not 
under  general  ledger  control. 

A  card  file  index  is  maintained  on  major  forms,  however,  insufficient  data 
is  maintained  to  effect  any  great  degree  of  control. 

A  physical  inventory  of  forms  and  supplies  is  taken  annually  in  March 
prior  to  ordering  for  the  forthcoming  fiscal  year. 

Due  to  the  nature  of  these  forms  an  elaborate  system  of  costing  the  forms 
and  supplies  does  not  appear  to  be  necessary,  however,  control  of  the  issuance 
and  use  of  these  forms  should  be  improved  upon. 

A  stamp  inventory  control  sheet  is  maintained  reflecting  stamps  purchased, 

used,  and  remaining.  This  control  sheet  does  not  appear  to  actually  control  the 

use  of  postage  in  our  opinion. 
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RECOMMENDATIONS: 

We  recommend  that: 

(1)  The  Office  improve  its  card  file  index  system  to  better  control  the 
forms. 

(2)  A  postage  meter  be  installed  to  replace  the  present  stamp  control  sheet. 
Payroll 

The  Office  is  currently  under  the  state  central  payroll  system.  Generally, 
our  review  of  the  Agency's  procedures  in  connection  with  the  state  central  payroll 
system  indicated  that  the  procedures  in  use  were  adequate  with  two  exceptions. 

Personnel  files  could  be  improved  upon. 

The  Office  does  not  use  time  and  attendance  records. 

RECOMMENDATIONS: 
We  recommend: 

(1)  The  Office  should  establish  the  use  of  time  and  attendance  records  and 
such  records  should  be  signed  by  employees  and  approved  by  a  person  of 
authority  within  the  Agency. 

(2)  The  record  keeping  system  should  be  revised  so  that  all  individual 
employee  payroll  forms  and  authorizations  are  filed  in  an  individual 
employee  folder  maintained  by  the  Agency. 

Employee  Leave 

As  mentioned  previously,  the  Agency  does  not  maintain  time  and  attendance 
records.  As  a  result  there  are  corresponding  problems  relating  to  review  of 
employee's  annual  and  sick  leave. 

There  appears  to  be  a  lack  of  uniform  policy  with  regard  to  qualification 
periods  for  employees  for  sick  and  annual  leave  relating  to  part-time  employees 
in  particular.  In  some  cases,  the  credit  is  reduced  for  time  off  without  pay. 
In  other  cases,  time  is  given  with  pay  before  the  qualification  period  is  completed. 
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RECOMMENDATIONS: 

We  recommend  that  the  Agency  review  its  sick  and  annual  leave  policies 
and  determine  that  all  existing  policies  are  in  accordance  with  applicable  rules 
and  regulations. 
Accounts  Receivable 

The  Agency  operates  on  a  cash  basis.  However,  a  small  amount  of  photocopying 
and  miscellaneous  work  is  performed  and  later  billed  out  to  attorneys,  organizations, 
etc.  These  billings  are  not  accomplished  through  the  Statewide  Budgeting  and 
Accounting  System.  No  log  or  similar  record  is  maintained  on  the  billing  and  no 
control  is  maintained  on  the  uncollected  receivables  arising  from  this  activity. 
A  review  of  the  pending  file  on  7/27/76  indicated  receivables  of  this  nature 
amounted  to  $231.00  at  that  date. 
RECOMMENDATIONS: 

We  recommend  that  all  billing  be  accomplished  through  the  Statewide 
Budgeting  and  Accounting  System  or  at  the  very  least,  a  control  be  set  up  to 
reflect  billing,  payments  made,  and  current  balances. 
Expenditures  and  Accruals 

Expenditure  internal  control  appears  inadequate  in  that  one  individual 
performs  the  duties  of  ordering  supplies  and  materials,  approval  of  invoices, 
receipt  of  goods  and  preparation  and  authorization  of  the  transfer  warrant  claims. 

Invoices  and  supporting  documentation  are  not  cancelled  upon  payment  to 
prevent  duplicate  payments  or  resubmission. 

The  Agency  leases  a  photocopier  yet  did  not  have  a  copy  of  the  lease  agreement 
on  the  machine. 
RECOMMENDATIONS: 

(1)  The  Agency  should  separate  the  duties  of  ordering  supplies,  approval  of 
invoices,  and  receipt  of  goods  from  the  preparation  of  transfer  warrant 
claims. 
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(2)  All  invoices  should  be  cancelled  upon  payrnent. 

(3)  The  Agency  should  seek  to  obtain  a  copy  of  the  lease  agreement  on  the 
photocopy  machine. 

Duplication  of  Efforts 

During  the  course  of  the  audit  it  came  to  our  attention  that  while  the 
Agency's  accounting  is  performed  on  the  Statewide  Budgeting  and  Accounting  System 
(SBAS),  a  number  of  the  same  records  are   maintained  manually  by  the  Agency. 
Duplication  occurs  on  the  following: 

(1)  General  Ledger 

(2)  Cash  Disbursement  Journal 

(3)  Payroll  Journal 

(4)  Fee  Book 

RECOMMENDATIONS: 

We  recommend  that  the  Agency  cease  the  manual  production  of  the  above  records 
since  these  are  already  provided  by  the  Statewide  Budgeting  and  Accounting  System 
and  at  present  this  represents  duplication  of  effort. 
Statutory  Duties  --  Secretary  of  State 

We  reviewed  the  statutory  duties  of  the  Office  of  Secretary  of  State  and 
determined  that  the  subject  duties  were  being  performed  according  to  law. 

We  sampled  fee  charges  to  determine  that  the  Agency  was  in  compliance 
with  statutory  fee  rates.  No  variances  were  noted. 
Final  Comments 

We  have  reviewed  the  preceding  comments  and  recommendations  with  the  Secretary 
of  State  and  with  his  Chief  Deputy. 
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We  wish  to  express  our  appreciation  to  these  officials  and  their  staff  for 
their  cooperation  and  assistance  in  this  audit. 

Respectfully  submitted, 

Peterson  &  More 

Certified  Public  Accountants 

Dated:  August  28,  1976 
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FINANCIAL  STATEMENTS 


OFFICE  OF  SECRETARY  OF  STATE 


BALANCE  SHEET 


JUNE    30,    1976 


Exhibit    A 


ASSETS: 

Encumbered  Appropriations 
Carry-Over  Appropriations 

Total  Assets 


GENERAL  FUND 

OTHER  FUNDS 

$  17  121  60 

$    XX 

18  468  78 

XX 

$  35  590  38 

$   None 

LIABILITIES,  RESERVES,  AND  FUND  BALANCE: 

LIABILITIES: 

Accrued  Support  Expenditures 

RESERVES: 

Reserve  for  Continuing  Appropriation 

FUND  BALANCE  -  Exhibit  B: 

Total  Liabilities,  Reserves, 
and  Fund  Balance 


$ 

17  121  60 

$ 

XX 

18  468  78 

XX 

XX 

XX 

$ 

35  590  38 

$ 

None 
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Exhi  bit  B 


OFFICE  OF  SECRETARY  OF  STATE 
GENERAL  FUND 
STATEMENT  OF  CHANGES  IN  FUND  BALANCE 
FISCAL  YEAR  ENDED  JUNE  30,  1976 

Fund  Balance  -  July  1,  1976  $    XX 

Add: 

General  Fund  Appropriation  375  075  00 

Total  $  375  075  00 

Deduct: 

Expenditures  $  356  606  22 

Reserve  for  Continuing  Appropriation  18  468  78 

Fund  Balance  -  June  30,  1976  $     XX 


Note:  The  Office  of  Secretary  of  State  is  funded  through  general  fund 
appropriation  only. 
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OFFICE    OF    SECRETARY    OF    STATE 
GENERAL    FUND 
STATEMENT    OF    EXPENDITURES    COMPARED    WITH    APPROPRIATIONS 
FISCAL    YEAR    ENDED    JUNE    30,    1976 


General    Fund: 


1975-1976  1975-1976 

Appropriation     Expenditures  Balance 


Records  Management  Program: 
Personal  Services 
Operating  Expenses 
Equipment 

Total 


$  287  214  00  $  246  384  74  $  40  829  26 

84  548  00  107  214  66    (22  666  66) 

3  313  00  3  006  82       306  18 

$  375  075  00  $  356  606  22  $  18  468  78 


Note:  The  Office  of  Secretary  of  State  is  funded  by  general  fund  appropriation  only. 
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OFFICE  OF  SECRETARY  OF  STATE 


GENERAL  FUND 


STATEMENT  OF  EXPENDITURES  BY  PROGRAM 


FISCAL  YEAR  ENDED  JUNE  30.  1976 


Exhibit    D 


Records 
Management 
Program 


Personal  Services: 
Salaries 
Fringe  Benefits 

Total 

Operating  Expenses: 
Fringe  Benefits 
Contracted  Services 
Insurance  &  Bonds 
Supplies  &  Printing 
Communications 
Travel 
Rent 

Repairs  &  Maintenance 
Other  Expenses 

Total 

Capital  : 
Equipment 


Other 
Programs 


$ 

240 

902 

19 

$ 

XX 

5 
246 

482 
384 

55 
74 

XX 

I 

$ 

None 

$ 

30 

323 

15 

$ 

XX 

7 

255 

24 

XX 

54 

00 

XX 

48 

981 

19 

XX 

16 

572 

93 

XX 

839 

69 

XX 

1 

361 

56 

XX 

1 

601 

90 

XX 

107 

225 
214 

00 
66 

XX 

1 

$ 

None 

L 

3 

006 

82 

$ 

None 
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SECRETARY  OF  STATE 


FRANK    MURRAY 
SECRETARY  OF  STATE 


CH  lEF  OEFUTN 

JoANN  WOODGERD 


HKLKNA.  Montana  .-i'.xioi 


September  24,  1976 


Mr.  Morris  L.  Brusett 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  Montana  59601 

Dear  Mr.  Brusett: 


■OR 


In  accordance  with  your  request,  this  is  our  reply  to 
the  recommendations  included  in  the  audit  of  the  Office  of 
the  Secretary  of  State. 

Page  7,  RECOMMENDATION:   1st 

We  recommend  that  the  Office  deposit  all  cash  daily  as 
received . 

We  cannot  concur  in  this  recommendation  because: 

(1)  we  are  not  entitled  to  deposit  fees  not  actually 
due  the  office. 

(2)  the  statutes  relating  to  the  filing  of  most  of  the 
documents  received  require  examination  of  the  document  for  con- 
formity with  the  law  and  collection  of  the  fee  at  the  time  of 
filing; 

(3)  all  fees  due  the  office  are  deposited  as  received 
if  the  filing  or  service  does  not  come  under  the  statutory 
restrictions  stated  in  (2); 

(4)  a  number  of  the  documents  received  are  refused  for 
filing  and  an  even  larger  number  are  returned  for  corrections 
which  result  in  a  later  filing  date  than  the  date  when  the  check 
originally  received  would  have  been  deposited; 
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(5)  the  acceptance  of  a  check  tendered  as  payment  of  a 
fee,  before  filing  the  document  to  which  it  pertains,  can  be 
construed  as  acceptance  of  the  document  for  filing; 

(6)  the  actual  date  of  filing  establishes  a  right  for 
the  individual  submitting  the  document  and  the  manor  number 

of  our  filings  affect  the  rights  between  individuals  rather  than 
rights  between  the  state  and  individuals. 

Page  7 ,  RECOMMENDATION :   2nd 

We  recommend: 

(1)  That  the  Office  assign  the  duties  of  cashier  to  one 
person  who  does  not  post  accounting  records  or  initiate 
accounting  entries.   This  person  would  control  both  mail 
and  over-the-counter  receipts. 

(2)  Cash  received  should  be  separated  immediately  from 
documents  to  be  processed  and  deposited  daily. 

(3)  A  remittance  list  should  be  established  and  it  should 
be  maintained  by  this  cashier. 

(4)  Receipts  should  be  issued  by  the  cashier  upon  receipt 
of  cash.   The  receipt  should  be  in  duplicate  form.   The 
original  receipt  would  accompany  the  work  to  be  processed 
and  sent  to  the  customer  when  work  is  completed.   The  dup- 
licate receipt  would  be  kept  in  a  pending  file  and  when 
work  has  been  completed,  would  become  part  of  the  basis 
for  the  daily  journal  voucher  entry  transferring  completed 
transactions'  cash  from  a  clearing  account  to  the  General 
Fund.   The  clearing  account  technique  is  presently  in  use 
by  the  Office,  but  is  not  being  used  properly. 

These  four  recommendations  suggest  a  system  for  handling 
checks  received  in  the  office  we  are  unable  to  use  for  the  reasons 
stated  in  our  response  to  the  first  recommendation  on  page  7.   In 
addition,  these  recommendations  do  not  take  into  account  the  large 
number  of  documents  received,  with  fees  attached,  that  are  refused 
for  filing  or  returned  for  corrections.   Even  if  it  were  statutor- 
ily possible  to  deposit  fees  before  examining  the  documents  pre- 
sented for  filing  for  conformity  with  the  law,  refund  warrants 
would  have  to  be  drawn  for  all  returned  documents.   The  cost  of 
such  refunding  would,  in  many  cases,  exceed  the  filing  fee  for  the 
document . 

Documents  received  by  this  office  are  normally  of  greater 
value  to  the  person  submitting  them  than  the  fee  attached  and  the 
documents  are  handled  and  stored  with  great  care.   We  have  never 
had  a  loss  of  money  due  to  our  method  of  handling  the  fees  received 
but  we  realize  it  is  possible  for  a  loss  to  occur.   We  will  include 
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a  study  of  this  area  in  the  complete  study  we  have  begun  of  all 
office  procedures  and  systems.  As  a  temporary  measure,  we  will 
try  to  obtain  funds  to  institute  a  remittance  list.  We  believe 
this  will  require  1.5  FTE ' s  since  an  average  of  150  pieces  of 
mail,  with  fees  attached,  are  received  daily  and  an  average  150 
extra  pieces  are  received  during  the  first  half  of  the  year. 

Page  8 ,  RECOMMENDATION 

We  recommend  the  Office  advise  the  claimants  involved  to 
request  the  State  Auditor  to  provide  them  with  the  nec- 
essary affidavit  to  eliminate  future  paperwork  on  such 
a  small  number  of  items. 

We  concur.   All  claimants  who  could  be  reached  by  mail  were 
contacted  once,  but  we  will  try  again. 

Page  9,  RECOMMENDATIONS 

We  recommend  that  the  Office : 

(1)  Improve  upon  the  index  file  of  fixed   assets  so  that 
all  fixed  assets  are  identified  with  a  code  number.   The 
index  file  should  reflect  the  assigned  number  as  well  as 
the  description,  cost,  and  date  of  purchase  of  the  asset. 
The  index  file  should  be  updated  as  assets  are  acquired 
or  disposed  of. 

(2)  Continue  to  take  an  annual  physical  inventory  of 
fixed  assets,  matching  code  numbers  assigned  to  assets 
with  the  card  index  file  records. 

(1)  We  concur. 

(2)  We  concur. 

Page  10,  RECOMMENDATIONS:  1st 

We  recommend  that : 

(1)  The  Office  improve  its  card  file  index  system  to 
better  control  the  forms. 

(2)  A  postage  meter  be  installed  to  replace  the  present 
stamp  control  sheet. 

(1)  We  concur. 

(2)  We  concur. 
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Page  10,  RECOMMENDATIONS:  2nd 

We  recommend: 

(1)  The  Office  should  establish  the  use  of  time  and 
attendance  records  and  such  records  should  be  signed 

by  employees  and  approved  by  a  person  of  authority  with- 
in the  Agency. 

(2)  The  record  keeping  system  should  be  revised  so  that 
all  individual  employee  payroll  forms  and  authorizations 
are  filed  in  an  individual  employee  folder  maintained  by 
the  Agency. 

(1)  We  concur. 

(2)  VJe  concur. 

Page  11,  RECOMMENDATIONS:   1st 

We  recommend  that  the  Agency  review  its  sick  and  annual 
leave  policies  and  determine  that  all  existing  policies 
are  in  accordance  with  applicable  rules  and  regulations. 

We  concur.   All  existing  policies  on  sick  and  annual  leave 
are  now  in  accordance  with  applicable  rules,  regulations  and  laws. 

Page  11,  RECOMMENDATIONS:   2nd 

We  recommend  that  all  billing  be  accomplished  through  the 
Statewide  Budgeting  and  Accounting  System  or  at  the  very 
least,  a  control  be  set  up  to  reflect  billing,  payments 
made,  and  current  balances. 

We  concur  in  part.   The  cost  of  billing  through  the  account- 
in  system  would  be  more  expensive  than  the  amounts  billed  warrant. 
We  will  set  up  a  log  or  record  of  the  billing  as  recommended. 

Page  11,  RECOMMENDATIONS:   3rd 

(1)  The  Agency  should  separate  the  duties  of  ordering  sup- 
plies ,  approval  of  invoices ,  and  receipt  of  goods  from  the 
preparation  of  transfer  warrant  claims. 

(2)  All  invoices  should  be  cancelled  upon  payment. 

(3)  The  agency  should  seek  to  obtain  a  copy  of  the  lease 
agreement  on  the  photocopy  machine. 

(1)   Because  of  our  limited  number  of  employees  and  the  work 
assignments,  separating  these  duties  may  not  be  immediately  possible 
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but  attention  will  be  given  to  careful  review  and  approval  of 
transfer  warrant  claims.   This  area  will  be  included  in  our  study 
of  office  procedures. 

(2)  Our  copies  of  invoices  are  attached  to  our  copy  of  the 
transfer  warrant  claim  when  it  is  prepared  and  this  prevents  dup- 
licate payments  or  resubmission. 

(3)  We  do  have  a  copy  of  the  lease  agreement  on  the  photo- 
copy machine  and  have  always  had  it. 

Page  12,  RECOMMENDATIONS; 

We  recommend  that  the  Agency  cease  the  manual  production 
of  the  above  records  since  these  are  already  provided  by 
the  Statewide  Budgeting  and  Accounting  System  and  at  pre- 
sent this  represents  duplication  of  effort. 

We  are  including  the  necessity  of  keeping  a  general  ledger, 
cash  disbursement  journal  and  payroll  journal  in  our  study  of 
office  procedures.   It  has  been  considered  necessary  to  keep 
these  records  to  provide  information  in  a  form  more  quickly  and 
easily  accessable  than  the  accounting  system  records.   They  also 
make  it  possible  to  balance  with  the  accounting  system  records 
and  have  made  it  possible  for  us  to  locate  and  correct  errors 
that  have  occurred  in  the  accounting  system  records. 

Section  82-2202,  R.C.M.,   specifies  the  duties  of  the  Sec- 
retary of  State  and  (11)  of  that  section  states,  "To  keep  a  fee 
book,  in  which  must  be  entered  all  fees,  commissions,  and  compen- 
sation of  whatever  nature  or  kind  by  him  earned,  collected,  or 
charged,  with  the  date,  name  of  payer,  paid  or  unpaid,  and  the 
nature  of  the  service  in  each  case,  which  book  must  be  verified 
annually  by  his  affidavit  entered  therein."   The  information  re- 
quired by  this  statute  is  not  available  as  required  by  this 
statute,  from  the  accounting  system  records.   Even  if  it  were, 
records  kept  by  the  accounting  system  could  not  be  verified  by  an 
affidavit  of  the  Secretary  of  State  since  he  has  no  authority  over 
them  or  responsibility  for  them. 

In  conclusion,  we  believe  the  audit  report  will  be  helpful 
in  our  review  of  office  procedures  but  we  feel  that  it  does  not 
take  in  to  account  the  statutory  provisions  under  which  we  must 
operate.   In  addition,  we  believe  that  some  of  the  recommendations 


(22) 


Morris  L.  Brusett 

September  24,  1976  .. 

Page  6 

would   result  in  spending  large  amounts  of  money  to  institute  pro- 
cedures that  would  reduce  our  ability  to  serve  the  public  and 
other  agencies  in  a  timely  and  efficient  manner. 

Sincerely  yours, 

FRANK  MURRAY 
Secretary  of  State 

FM/wmc 
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